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For presentation to the Shareholders at the 
Annual General Meeting to be held at the Head 
Office, 1790 Canal Street, Montreal, on 
April19th, 1972. 


To the Shareholders 


Your Directors are pleased to present 
the 60th Annual Report and Financial 
Statements for the 12 months ended 
December 31st, 1971, as certified 

by the company’s Auditors, Messrs. 
Riddell, Stead & Co. 


OPERATIONS 

Total revenue at $9,477,500 is 8.37% 
ahead of the previous year. 
Installation of retail display counters 
was a contributing factor to this and 
has also resulted in increased store 
sales with reduced inventories 

on customers’ shelves. 


To service Our new accounts we now 
plan an order entering programme 
for our computer. This will enable 

us to relate closely our inventory 
items with customers’ requirements. 
We expect greater co-ordination 
between inventory and fast moving 
items at customers’ level. This should 
contribute to lower overall inventory 
investments and to improved service 
to customers. 


Under the new tax laws, tax-free 
surplus available for payment of 
tax-free dividends to the shareholders 
has been determined by the auditors 
to be approximately $3,827,000. 


In February, tax-free dividends were 
paid on this basis to holders of 
Common and Preferred Shares. The 
Company expects to follow this 
method in future dividend payments. 


As short term investments continue 
to yield a good return, the company 
has continued investments of this 
type. Some temporary bank loans 
were required at the end of the ear, 
but these were paid off in 

early February. 


Our favourable working capital 
position encourages us to acquire 
new lines in order to maintain and 
enlarge our position in the industry. 


CAPITAL STOCK AND BONDS 


During the year 1,442 treasury shares 
were issued in exchange for warrants 
at the exercise price of $7.50 per 
share. As at June 1st, 1971, the 
exercise price changes to $8.75 per 
share and there are Warrants 
outstanding to purchase 223,674 
Common Shares at this price until 
December 1st, 1973. The company 
also redeemed and cancelled 28,500 
Preferred Shares of $10 par value. 
Other purchases and redemption 
during the year were 6% June 1, 1980 
Debentures with a par value of 
$100,000, as well as the usual 5%4% 
Serials with a par value of $100,000. 
The Board hopes to redeem and 
cancel further Preferred Shares and 
Debentures during 1972. 


EARNINGS 


The 1971 operating earnings of 68¢ 
a share as against 4¢ a share in 1970 
are considered by us to be very 
satisfactory. Our tax credits have 
been completely used up and our 
total income taxes amounted to 
$236,483 as against $63,505 in the 
previous year. The increased profit 
margins this year were a result of 
volume improvement, more efficient 
manufacturing, better control of 
expenses and to a degree a change 
in the product mix. 


PLANT AND EQUIPMENT 


Our capital equipment expenditures 
provided us with new high speed 
needle looms all equipped with 
dobby heads. They will manufacture 
fancy and more sophisticated 
narrow fabrics. 


We have installed knitting equipment 


in order to keep abreast of the new 


technology as narrow fabrics are now 


being produced on looms, braiders 
and knitting machines. A knitting 
machine can produce fancier narrow 
fabrics for the demands of home 
sewers and special elastic for the 


panty hose manufacturers. This 
equipment opens an additional field 
for your company. 


We have also installed a new 
electronic inspection machine which 
inspects narrow fabrics automatically. 
This is a further step to greater 
quality control and automation. 


Approximately $20,000 was spent on 
our Data Processing System to 
enlarge the capacity and install 

the equipment for the order 
entering system. 


1972 sales should continue to increase 
provided the general economy of our 
country continues to expand. This 
year, January and February sales, 
have increased at a higher rate than 
last years average increase. Spring 
bookings also are ahead of last year. 


The costs of many of our products, 
particularly those imported, have 
changed with the currency. 
Revaluation and the cost of cotton 
yarns have increased substantially. 
We will, therefore, have to make 
some price adjustments to 
compensate for these changes. 


We wish to express thanks to all 
our Staff who substantially 
contributed to this year’s results. 


Submitted on behalf 
of the Directors 


\ ow el 


President 


Marketing Over 30,000 Fashion & Hobbycraft Items 


ion picture courtesy of 


Vogue-Butterick Patterns Inc. 


Fash 


Belding-Corticelli products have been 
sold to Canadians for over 60 years. 
Our familiar brand names have 
earned their trust and preference. 

In order to build this customer 
preference the company has been 
steadily modernizing and up-dating 
facilities, techniques and methods 

to ensure that the quality and variety 
of our products is maintained. 


As you know, our business is divided 
between industrial and consumer 
products. Over the past several 

years, sales to consumers through 
retailers have expanded more rapidly. 
We have shifted emphasis during this 
period, so that today, we place equal 
stress on manufacturing and 
marketing and merchandising. We 
anticipate that this trend will 
continue as we exploit expanding 
market opportunities. 


Each year, more and more Canadians 
join the swing to do-it-yourself. The 
trend has had a significant impact 
on the home sewing. Today, the 
home sewing industry is estimated 
to be one of the ten fastest growing 
in North America. We have taken 
advantage of this trend and 
introduced many exciting 
innovations. 


TF 


Mr. W. F. Mullins, Plant Manager of Coaticook, (left) and Mr. J. J. Thibault, 


The emphasis is on the consumer. 
Her tastes are changing rapidly; 

we are constantly developing new 
products. She switches from fashion 
to fashion; we have speeded up 
distribution of new products and 
elimination of out-of-date items. 

She wants more self-service; we have 


‘converted our retailers to efficient 


self-service display units. 


In this brief article we would like to 
tell you about the most recent 
improvements in three key areas 

of our Operations: manufacturing, 
distribution and merchandising. 


Modern Production Facilities 


We have made substantial 
investments in manufacturing 
equipment which have more than 
repaid us. It is modern machinery, 
operated by well-trained people 
which has helped us retain our 
position of leadership in the 
Canadian industry. 


At present over 660 people work 

in well-equipped plants located in five 
Quebec centers: Montreal, Coaticook, 
St. Hyacinthe, St. Johns and Ways 
Mills. They produce approximately 
90% of the merchandise sold by 

the company. This includes threads 
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Production Controller discuss braiding operations in our Coaticook plant. 


for home sewing, seam bindings, 
shoe laces, ribbons, tapes, fibre glass 
tapes, elastics, braids. 


Our largest plant, at Coaticook in 
the picturesque Eastern Townships, 
employs over 250 people. It is there 
that the bulk of our narrow fabrics 
and elastics are woven, braided and 
knitted for conversion into finished 
goods by our other plants. These 
products are used by other 
manufacturers in the production 

of many every-day consumer and 
industrial products. 


Under the direction of Mr. W. F. 
Mullins, Plant Manager, production 
machinery has been modernized 

to increase plant capacity and variety 
of items which can be produced. 

An important part of this continuing 
program has been the replacement 
of over 100 gang looms by high-speed 
needle looms. The new, high capacity 
machines take less space and 
produce better quality woven 

fabrics up to 6” in width. 


This plant is equipped with braiders 
which produce a wide variety of 
braided fabrics up to 1” in width. 
We have recently installed an 
advanced knitting machine to 
produce the more glamorous, 
multi-colored narrow fabrics which 
are enjoying ever increasing 
popularity with home sewers. In 
addition, this equipment will enable 
us to-supply special elastics to panty 
hose manufacturers, a new field 

for the company. We anticipate 
further expansion of our knit goods 
capacity at Coaticook and our 

other plants. 


We believe that one of the best 

ways of accomplishing our objectives 
of increased sales and earnings is to 
continue to expand and modernize 
production facilities. The principle 

is to base future growth on the latest 
technology and on the ability and 


Main control console of our 
IBM 360-22 computer. 


imagination of our people to meet 
the challenges and opportunities 
it presents. 


Increased Data Processing 


During 1971 we replaced the 

IBM 360-20 Computer which we had 
been mainly using for accounting 
functions and sales analysis with a 
360-22 unit. The new machine was 
required for Phase || of our data 
processing expansion program. 


The introduction of an On-line Order 
Entering System early in 1972 isa 
major part of Phase II which will 
continue throughout the year. The 
installation was completed a few 
weeks prior to writing this report and 
we are now proceeding with the 
integration of the new system. 


— 
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Display Terminal Operator enters order. New system will cut order 


processing time by 50%. 


Self-selection sewing notion 
merchandisers help consumers 
to quickly find the size and color 
they want. 


By the end of 1972, Display Terminal 
Operators will enter all new orders 
and validate and correct details 
about the customer and the items 
ordered in a few seconds. Moments 
after entering, a printer in the 
warehouse will provide the necessary 
forms to complete and ship the 
order. It is anticipated that time 
required to process orders will 

be cut by 50%. 


Phase III which is scheduled to begin 
in 1973 will include a system of 
automatic inventory control and 
production scheduling. The speed 
and accuracy of electronic data 
processing is ideally suited to handle 
the requisition, warehousing and 
distribution of over 30,000 items 

for thousands of retail and industrial 
customers. In addition to the sheer 
number of sizes and colors we have 
the problems associated with keeping 
up-to-date with the increasingly 
rapid shifts in consumer 

fashion demand. 


While the cost of the program 

has been substantial it has benefited 
the company in many ways. It is 
anticipated that savings in inventory 
alone will more than offset the costs 
of the entire program. 


Merchandising Services Expand 


The sale of our home sewing notions 
and hobbycrafts improved 
throughout 1971. The trend continued 
into 1972 and retail sales achieved 
record highs for the period. The 
market for our products continued 

to expand as more Canadian women 
joined the creative field of home 
sewing. 


During 1971 we improved our share 
of market as our new self-service 
merchandising system enjoyed 
increased retailer support. Since the 
introduction of the new system 

we have devoted considerable effort 


to the education and development 
of people. During 1971, the program 
picked up momentum as our staff 
and our retailers’ sales staffs 

gained experience in their new roles. 


Towards the end of last year we 
began to devote more time to product 
in-puts and to consumer education 
opportunities. While several 
important additions to our product 
line are planned for 1972, it is 
consumer education which appears 
to hold the most interesting 
possibilities. 


We stand to gain from any 
improvement in sewers’ knowledge 
of sewing aids. Our self-selection 
merchandisers help them to quickly 
find the size and color they want. 
When 90% of the retailer’s stock is 
on view, pre-packaged in convenient 
lengths, shoppers see the solutions 
to their sewing problems instantly 
without having to ask about them. 


What home sewers seek above all 

is information, new ways to make 
their favourite past-time more 
rewarding and productive. We have 
found that they will turn out in large 
numbers to any event which has an 
educational aspect. Despite this 
instant response, what has been done 
to educate consumers has only 
scratched the surface. 


We are in the midst of developing 

a sewing notions education program. 
It is centered on a series of sewing 
and fashion demonstrations which 
are staged right across Canada in 
co-operation with our retail customers. 
A trained demonstrator shows sewers 
how to use our products and answers 
their many questions. The 
demonstrations are backed up by 

a well-prepared series of sewing 
primers designed to acquaint the 
reader with our many sewing aids 
and how to use them. 


Mr. H. A. Brunelle, Assistant Plant 
Manager of Coaticook, inspects 
a new style of woven fabric. 


The results have been very 
encouraging to-date. Both retailers 
and their customers have responded 
enthusiastically. Most important, 
retailers report increases in sewing 
notions sales following each 
presentation. We will expand our 
education program during 1972. 
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Fashion picture courtesy of Vogue-Butterick Patterns Inc. 


Belding-Corticelli Limited and Subsidiary Companies 


CONSOLIDATED BALANCE SHEET AS AT DECEMBER 31, 1971 


Assets 1971 1970 
Current Assets 
Cash $ 9,006 (8151, 23%8 
Marketable securities at market value being lower than cost 464,918 319,692 
Accounts receivable 1,491,323 1,454,072 
Income taxes recoverable — 54.614 
Inventories at lower of cost and net realizable value (Note 1) 4 202,805 3,608,710 
Prepaid expenses BY VSD 28,872 
6,195,804 6,317,198 
Property, Plant and Equipment, at cost (Note 2) 6,142,092 6,276,198 
Less accumulated depreciation 4,189,687 4 281,845 
1,952,405 11,994, 353 
Deferred Charges 519), 1555) 60,623 
$8,207,764 $8,372,174 


SIGNED ON BEHALF OF THE BOARD: 
H. H. Warren, Director 
P.M. McEntyre, Director 


Liabilities 1971 1970 
Current Liabilities 
Bank indebtedness $ 150,000 at 
Accounts payable and accrued liabilities 365,122 414,969 
Income taxes 132,520 = 
Dividends payable = 59 244 
Current instalment on long term debt 100,000 100,000 
747,642 574,213 
Long Term Debt (Note 3) 1,650,000 1,850,000 
Deferred Income Taxes B52 (63 329,699 
Shareholders’ Equity 
Capital Stock (Note 4) 
Preferred shares 195,000 480,000 
Common shares 955,283 944 468 
1150), 283 1,424 468 
Surplus 
Contributed 111,077 110,677 
Earned (Notes 3 and 5) 4,196,130 4,083,117 
5,457,490 5,618,262 
$8,207,764 $8,372,174 


Belding-Corticelli Limited and Subsidiary Companies 


CONSOLIDATED STATEMENT OF INCOME FOR THE YEAR 


ENDED DECEMBER 31, 1971 1971 1970 
Sales $9,477,453 $8,745,510 
Income from operations before the undernoted items S O27 $ 491,691 
Income from investments 88,280 97,784 
1,000,397 589,475 
Depreciation 200,842 202,809 
Remuneration of directors and officers (Note 6) 157,450 148,050 
Interest on long term debt 108,066 120,144 
Income taxes 236,483 63,505 
702,841 534,508 
Income before extraordinary item DOVES 54 967 
Reduction of income taxes as a result of the application of prior years’ losses = 148,682 
Net Income 9 297,556 $ 203,649 
Earnings per common share (Note 7) 
Before extraordinary item $0.68 $0.04 
Net income $0.68 $0.41 
CONSOLIDATED STATEMENT OF SURPLUS FOR THE YEAR 
ENDED DECEMBER 31, 1971 1971 1970 
Contributed Surplus 
Balance at beginning of year % 110,077 © 95,527 
Discount on preferred shares purchased for cancellation 400 15,150 
Balance at end of year S 111,077 $ 110,677 
Earned Surplus 
Balance at beginning of year $4,083,117 $4,120,743 
Net income for the year 297,556 203,649 
4,380,673 4,324,392 
Dividends declared on 
Preferred shares 15,325 38,391 
Common shares 169,218 202,884 
184,543 241,275 
Balance at end of year (Note 5) $4,196,130 $4,083,117 


CONSOLIDATED STATEMENT OF SOURCE AND APPLICATION OF FUNDS 
FOR THE YEAR ENDED DECEMBER 31, 1971 


Source of Funds 
Operations 
Net income for the year 


Non-cash charges (credits) to operations 


Depreciation 
Deferred income taxes 


Disposal of machinery and equipment at net book value 


Proceeds from issue of common shares 


Decrease in other assets 


Application of Funds 
Property, plant and equipment 


Redemption of preferred shares less discount thereon 


Instalment on 5%4% serial debentures 


Redemption of 6% sinking fund debentures 


Dividends 


Decrease in Working Capital 
Working capital at beginning of year 


Working Capital at end of year 


1971 1970 
$ 297,556 $ 203,649 
200,842 202,809 
22,933 (56,516 ) 
521,331 349,942 
10,998 =: 
10,815 29,400 
1,068 8,804 
544,212 388,146 
169,892 200,757 
284,600 184,850 
100,000 100,000 
100,000 50,000 
184,543 241,275 
839,035 776,882 
294,823 388,736 
5,742,985 6,131,721 
$5,448, 162 $5,742,985 


AUDITORS’ REPORT 


To the Shareholders of 
Belding-Corticelli Limited 


We have examined the consolidated 
balance sheet of Belding-Corticelli 
Limited and its subsidiaries as at 
December 31, 1971 and the 
consolidated statements of income, 
surplus and source and application of 
funds for the year then ended. Our 
examination included a general 


review of the accounting procedures 
and such tests of accounting records 
and other supporting evidence as 
we considered necessary in the 
circumstances. 


In our opinion these consolidated 
financial statements present fairly 
the financial position of the 
companies as at December 31, 1971 
and the results of their operations 


and the source and application of 
their funds for the year then ended, 
in accordance with generally 
accepted accounting principles 
applied on a basis consistent with 
that of the preceding year. 


RIDDELL, STEAD & CO. 
Chartered Accountants 
March 8, 1972 


Belding-Corticelli Limited and Subsidiary Companies 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS FOR THE YEAR ENDED DECEMBER 31, 1971 


' 1971 1970 
1. Inventories A 
Raw materials $ 964,640 $ 733,655 
Work in process and manufacturing supplies 1,428,308 1,049,997 
Finished goods 1,809,857 1,825,058 
$4,202,805 $3,608,710 
2. Property, 
Plant and Equipment 1971 1970 
Accumulated Accumulated 
Cost Depreciation Cost Depreciation 
Land $ 78,382 $ — $ 678,382 $ 
Buildings 2,115,207 1,398,620 2,108,369 1,380,512 
Machinery and 
equipment 3,948,503 2,791,067 4,089,447 2,901,333 
6,142,092 $4,189,687 6,276,198 $4,281,845 
4,189,687 4,281,845 
$1,952,405 $1,994,353 


Depreciation is recorded on the diminishing balance method at composite 
rates of approximately 3% and 11% for buildings and machinery and equip- 
ment respectively. 


3. Long Term Debt 1971 1970 


Secured debentures Series A 534% serial 
debentures maturing in annual instalments 


of $100,000 each $ 400,000 $ 500,000 
Less current instalment 100,000 100,000 
300,000 400,000 


6% sinking fund debentures maturing in five 

equal annual instalments of $100,000 from 

1975 to 1979 inclusive with the balance due 

in 1980 1,450,000 1,500,000 
Less redemption during the year 100,000 50,000 


1,350,000 1,450,000 
$1,650,000 $1,850,000 


Under the trust deed securing the debentures the company has covenanted 
that subsequent to December 31, 1964, it will not pay dividends (other than 
stock dividends), redeem or purchase for cancellation shares of its Capital 
stock in an amount exceeding the aggregate of consolidated net income and 
proceeds of issues of capital stock since that date plus $100,000. The amount 


available after deducting dividends paid and redemption of preferred shares, 
aggregates $2,013,126. The trust deed also stipulates that such action must 
not reduce consolidated net current assets below $1,500,000. 


4. Capital Stock 


Authorized 
19,500 7% cumulative preferred shares of a par value 

of $10 each 
1,000,000 common shares of no par value 
Issued Shares Amount 
Preferred shares 
Outstanding at beginning of year 48,000 $480,000 
Purchased for cancellation 28,500 285,000 
Outstanding at end of year 19,500 $195,000 
Common shares 
Outstanding at beginning of year 406,748 $944, 468 
Issued during the year 1,442 10,815 
Outstanding at end of year 408,190 $955,283 


During the year the company obtained Supplementary Letters Patent reducing 
the authorized preferred share capital from 70,758 shares to 19,500 shares 
of a par value of $10 each. 

111,837 common share subscription warrants are outstanding entitling the 
owner of each warrant to subscribe for two common shares of the company 
at a price of $8.75 per share prior to the close of business on December 1, 1973. 


5. Earned Surplus 

The earned surplus balance as at December 31, 1971, includes an amount of 
approximately $3,827,000, which may be distributed at the discretion of the 
Directors, to the shareholders as a tax free dividend under the Income Tax Act. 


6. Officers and Directors 1971 1970 


No. Amount No. Amount 


Aggregate remuneration of Directors 10 ae yol0) 10 $ 7,350 
Aggregate remuneration of Officers 5 149,900 5 140,700 
Officers who are Directors 4 4 


7. Earnings per Common Share 


Earnings per common share figures have been calculated using the weighted 
average number of shares outstanding during the year after provision for 
cumulative preferred share dividends. Share subscription warrants consider- 
ed to be common stock equivalents have not been included since the dilution 
effect would be immaterial. 
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